PROPOSED ACTION ON REGULATIONS

(2) Notify the prospective insured of the option to obtain the
inspection from another person who meets the requirements of or is
approved by the surplus lines broker.

[C.] D. — [D.] E. (text unchanged)

ALFRED W. REDMER, JR.
Maryland Insurance Commissioner

Subtitle 09 LIFE INSURANCE AND
ANNUITIES

31.09.16 Accelerated Benefits

Authority: Insurance Article, §§2-109, 5-301, 12-205(b)(4) and (8), and 27-
202, Annotated Code of Maryland

Notice of Proposed Action
[18-054-P]
The Insurance Commissioner proposes to adopt new Regulations
.01 — .12 under a new chapter, COMAR 31.0916 Accelerated
Benefits under COMAR 31.09 Life Insurance and Annuities.

Statement of Purpose
The purpose of this action is to adopt new COMAR 31.09.16.01
— .12 to implement the NAIC Accelerated Benefits Model
Regulation #620. In addition, these regulations will codify the review
that the Maryland Insurance Administration's Life and Health unit
will use for the Accelerated Benefit products sold in the market.

Comparison to Federal Standards
There is no corresponding federal standard to this proposed action.

Estimate of Economic Impact
The proposed action has no economic impact.

Economic Impact on Small Businesses
The proposed action has minimal or no economic impact on small
businesses.

Impact on Individuals with Disabilities
The proposed action has no impact on individuals with disabilities.

Opportunity for Public Comment
Comments may be sent to Lisa Larson, Regulations Manager,
Maryland Insurance Administration, 200 St. Paul Place, Suite 2700,
Baltimore, Maryland 21202, or call 410-468-2007, or email to
insuranceregreview.mia@maryland.gov, or fax to 410-468-2020.
Comments will be accepted through April 30, 2018. A public hearing
has not been scheduled.

.01 Purpose.

The purpose of this chapter is to regulate accelerated benefit
provisions in individual and group life insurance policies and to
provide required standards of disclosure.

.02 Scope.

This chapter shall apply to all accelerated benefit provisions of
individual and group life insurance policies issued or delivered in
Maryland except those subject to Insurance Article, Title 18,
Annotated Code of Maryland.

.03 Definitions.
A. In this chapter, the following terms have the meanings indicted.
B. Terms Defined.
(1) “Accelerated benefits” means benefits payable under a life
insurance contract that:
(a) Are payable during the lifetime of the insured in
anticipation of death or upon the occurrence of specified life-
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threatening or catastrophic conditions as defined by the policy or
rider, to a policy owner or certificate holder;

(b) Reduce the death benefit otherwise payable under the
life insurance contract; and

(c) Are payable upon the occurrence of a single qualifying
event that results in the payment of a benefit amount fixed at the time
of acceleration.

(2) "Activities of daily living" has the meaning stated in
COMAR 31.14.01.02B.
(3) “Chronic illness” means:

(a) The permanent inability to perform, without substantial
assistance fiom another individual, a specified number of activities of
daily living; or

(b) Permanent severe cognitive impairment and similar
Sforms of dementia requiring substantial supervision of the insured.

(4) “Qualifying event” means one or more of the following:

(a) A medical condition that would result in a drastically
limited life span as specified in the contract;

(b) A medical condition that requires extraordinary medical
intervention without which the insured would die,

(c) A medical condition that usually requires continuous
confinement in an eligible institution as defined in the contract if the
insured is expected to vemain there for the rest of the insured’s life;

(d) A medical condition that would, in the absence of
extensive or extraordinary medical treatment, result in a drastically
limited life span;

(e) A chronic illness; or

(D Any other qualifying event that the Commissioner may
approve.

.04 Type of Product.

Accelerated benefit riders and life insurance policies with
accelerated benefit provisions are primarily mortality risks rather
than morbidity risks.

.05 Assignee or Irrevocable Beneficiary.

Prior to the payment of the accelerated benefit, the insurer shall
obtain from an assignee or irrevocable beneficiary a signed
acknowledgement of concurrence for payout. If the insurer is the
assignee under the policy, no acknowledgement is required.

.06 Criteria for Payment.
A. Lump Sum Settlement Option.
(1) The insurer shall include the option to take the benefit as a
lump sum in the contract payment options.
(2) The benefit may not be made available as an annuity
contingent upon the life of the insured.
B. No restrictions are permitted on the use of the proceeds.
C. If any death benefit remains after payment of an accelerated
benefit, the accidental death benefit provision, if any, in the policy or
rider may not be affected by the payment of the accelerated benefit,

.07 Disclosures.
A. Descriptive Title.

(1) The insurer shall include the term “accelerated benefit” in
the policy or rider’s title.

(2) An accelerated benefit product being offered under this
chapter may not be described or marketed as long-term care
insurance or as providing long-term care benefits.

B. Disclosure of Tax Consequences.

(1) A written disclosure stating that receipt of the accelerated
benefits may be taxable and assistance should be sought from a
personal tax advisor shall be provided by the insurer at the time of
application for the policy or rider, and at the time the accelerated
benefit payment request is submitted.
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(2) The disclosure statement issued by the insurer required by §
B(1) of this regulation shall be prominently displayed on the first
page of the policy or rider and on the first page of any other related
documents.

C. Solicitations.

(1) A written disclosure including, but not limited to, a brief
description of the accelerated benefit and definitions of the
conditions or occurrences triggering payment of the benefits shall be
given to the applicant as follows.

(a) The description shall include an explanation of any
effect the payment of a benefit would have on the policy’s cash value,
accumulation account, death benefit, premium, policy loans, and
policy liens;

(b) For agent solicited insurance, the agent shall provide the
disclosure form to the applicant as follows:

(i) This form shall be provided by the agent prior to or
concurrently with the application,; and

(i) The acknowledgment of the disclosure form shall be
signed by the applicant and writing agent;

(c) For solicitations by direct response, the insurer shall
provide the disclosure form to the applicant at the time the policy is
delivered, with a notice that a full premium refund shall be received
if the policy is returned to the insurer within the free look period; and

(d) For group insurance, the disclosure form shall be
contained as part of the certificate of coverage or any other related
document furnished by the insurer for the certificate holder.

(2) If there is a premium or cost of insurance charge, the
insurer shall give the applicant a generic illustration numerically
demonstrating any effect of the payment of a benefit on the policy’s
cash value, accumulation account, death benefit, premium, policy
loans and policy liens as follows:

(a) For agent solicited insurance, the agent shall provide the
illustration to the applicant prior to or concurrently with the
application, or

(b) For solicitations by direct response, the insurer shall
provide the illustration to the applicant at the time the policy is
delivered,

(3) Disclosure of Premium Charge.

(a) The insurer with financing options other than as
described in Regulation .114(2) and (3) of this chapter shall disclose
to the policy owner any premium or cost of insurance charge for the
accelerated benefit. The insurer shall make a reasonable effort to
assure that the certificate holder is aware of any additional premium
or cost of insurance charge if the certificate holder is required to pay
a charge.

(b) The insurer shall furnish an actuarial demonstration to
the Commissioner when filing the product which discloses the method
the insurer used to arrive at the cost for the accelerated benefit,

(4) Disclosure of Administrative Expense Charge.

(a) The insurer shall disclose to the policy owner any
administrative expense charge provided in the policy. The
administrative expense charge shall be disclosed in the written
disclosure required by §C(1) of this regulation and in the statement
required by §D(1) of this regulation.

(b) The insurer shall make a reasonable effort to assure that
the certificate holder is aware of any administrative expense charge
if the certificate holder is required to pay this charge.

D. Effect of the Benefit Payment.

(1) When a policy owner or certificate holder requests an
acceleration, the insurer shall send a statement to the policy owner
or certificate holder and irrevocable beneficiary that:

(a) Iilustrates any effect that the payment of the accelerated
benefit will have on the policy’s cash value, accumulation account,
death benefit, premium, policy loans, and policy liens;

(b) Discloses that receipt of accelerated benefit payments
may adversely affect the recipient’s eligibility for Medicaid or other
government benefits or entitlements, and

(c) Discloses that receipt of an accelerated benefit payment
may be taxable and assistance should be sought from a personal tax
advisor.

(2) When a previous disclosure statement becomes invalid as a
result of an acceleration of the death benefit, the insurer shall send a
revised disclosure statement to the policy owner or certificate holder
and irrevocable beneficiary.

(3) When the insurer agrees to accelerate death benefits, the
insurer shall issue an amended schedule page to the policy holder or
notify the certificate holder under a group policy to reflect any new,
reduced in-force face amount of the contract.

.08 Effective Date of the Accelerated Benefits.

A. The accelerated benefit provision shall be effective for
accidents on the effective date of the policy or rider.

B. The accelerated benefit provision shall be effective for illness
no more than 30 days following the effective date of the policy or
rider.

.09 Waiver of Premiums.

A. The insurer may offer a waiver of premium for the accelerated
benefit provision in the absence of a waiver of premium provision for
the policy being in effect.

B. At the time the benefit is claimed, the insurer shall explain to
the policy holder or certificate holder any continuing premium
requirements to keep the policy in force.

.10 Discrimination.

An insurer may not:

A. Unfairly discriminate among insureds with differing qualifying
events covered under the policy or among insureds with similar
qualifying events covered under the policy;

B. Apply further conditions on the payment of the accelerated
benefits other than those conditions specified in the policy or rider.

.11 Actuarial Standards.
A. Financing Options.
(1) The insurer may require a premium charge or cost of
insurance charge for the accelerated benefit as follows:
(a) The insurer shall base the charge on sound actuarial
principles; and
(b) For group insurance, the insurer may reflect the
additional cost in experience rating.
(2) The insurer may pay a present value of the face amount as
Sfollows:
(a) The present value calculation shall be based on any
applicable actuarial discount appropriate to the policy design,;
(b) The interest rate or interest rate methodology used in the
calculation shall be based on sound actuarial principles,
(c) The insurer shall disclose the interest rate or interest
rate methodology in the contract or actuarial memorandum, and
(d) The maximum interest rate used shall be no more than
the greater of:
(i) The current yield on 90-day Treasury bills; or
(i) The current maximum adjustable policy loan interest
rate as set forth in accordance with Insurance Article, §16-208,
Annotated Code of Maryland.
(3) The insurer may accrue an interest charge on the amount of
the accelerated benefits as follows:
(@) The interest rate or interest rate methodology used in the
calculation shall be based on sound actuarial principles;
(b) The insurer shall disclose the interest rate or interest
rate methodology in the contract or actuarial memorandum;
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(c) The maximum interest rate used shall be no more than
the greater of:
(i) The current yield on 90-day Treasury bills; or
(i1) The current maximum adjustable policy loan interest
rate as set forth in accordance with Insurance Article, § 16-208,
Annotated Code of Maryland, and
(d) The interest rate accrued on the portion of the lien that is
equal in amount to the cash value of the contract at the time of the
benefit acceleration shall be no more than the policy loan interest
rate stated in the contract.

B. Effect on Cash Value.

(1) Except as provided in §B(2) of this regulation, when an
accelerated benefit is payable, there may be no more than a pro rata
reduction in the cash value based on the percentage of death benefits
accelerated to produce the accelerated benefit payment; or

(2) The payment of accelerated benefits, any administrative
expense charges, any future premiums and any accrued interest may
be considered a lien against the death benefit of the policy or rider
and the access to the cash value may be:

(a) Restricted to any excess of the cash value over the sum of
any other outstanding loans and the lien; and

(b) Future access to additional policy loans may be limited
to any excess of the cash value over the sum of the lien and any other
outstanding policy loans.

C. Effect of Any Outstanding Policy Loans on Accelerated Death
Benefit Payment. When payment of an accelerated benefit results in a
pro rata reduction in the cash value, the payment may not be applied
toward repaying an amount greater than a pro rata portion of any
outstanding policy loans.

.12 Actuarial Disclosure and Reserves.
A. Actuarial Memorandum.

(1) A qualified actuary shall describe the accelerated benefits,
the risks, the expected costs, and the calculation of statutory reserves
in an actuarial memorandum accompanying each filing.

(2) The insurer shall maintain in its files descriptions of the
bases and procedures used to calculate benefits payable under this
chapter. The descriptions shall be made available for examination by
the Commissioner upon request,

B. Reserves.

(1) When benefits are provided through the acceleration of
benefits under a group or individual life policy or a rider to such
policies, an actuary shall determine policy reserves in accordance
with the Standard Valuation Law referenced in Insurance Article,
$§5-301 — 5-317, Annotated Code of Maryland.

(2) A member in good standing of the American Academy of
Actuaries  shall determine all valuation assumptions used in
constructing the reserves as appropriate for statutory valuation
purposes.

(3) Mortality tables and interest currently recognized for life
insurance reserves by the National Association of Insurance
Commissioners may be used by the actuary as appropriate
assumptions for other provisions incorporated in the policy form.

(4) The actuary shall follow both actuarial standards and
certification for good and sufficient reserves.

(5) Reserves in the aggregate shall be sufficient to cover:

(@) Policies upon which no claim has yet arisen, and
(b) Policies upon which an accelerated claim has arisen.

(6) The actuary is not required to establish additional reserves
Jor policies and certificates that provide actuarially equivalent
benefits.

(7) The insurer shall include policy liens and policy loans,
including accrued interest, as assets of the company for reporting
purposes as stated in Insurance Article, $§5-101(3) — (7), Annotated
Code of Maryland.
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(8) For a policy on which the policy lien exceeds the policy’s
statutory reserve liability, the insurer shall hold the excess as a non-
admitted asset.

ALFRED W. REDMER, JR.
Maryland Insurance Commissioner

Title 32
MARYLAND DEPARTMENT
OF AGING

Subtitle 03 GRANTS AND SUBSIDIES

32.03.04 Congregate Housing Services Program

Authority: Human Services Article, §§10-209 and 10-210, Annotated Code of
Maryland

Notice of Proposed Action
[18-060-P]
The Maryland Department of Aging proposes to amend
Regulations .01, .07, .14, .16—.19, .22, .23, .26, .28, and .32 under
COMAR 32.03.04 Congregate Housing Services Program,

Statement of Purpose
The purpose of this action is to change the Congregate Housing
Services Program from a contract to a grant process.

Comparison to Federal Standards
There is no corresponding federal standard to this proposed action,

Estimate of Economic Impact
The proposed action has no economic impact.

Economic Impact on Small Businesses
The proposed action has minimal or no economic impact on small
businesses,

Impact on Individuals with Disabilities
The proposed action has no impact on individuals with disabilities.

Opportunity for Public Comment
Comments may be sent to Andrew Ross, Chief of Staff, Maryland
Department of Aging, 301 West Preston Street, Suite 1007,
Baltimore, MD 21201, or call 410-767-1100, or email to
mdoa.executiveoffice@maryland.gov, or fax to 410-333-7943.
Comiments will be accepted through April 30, 2018. A public hearing
has not been scheduled.

.01 Definitions.
A, (text unchanged)
B. Terms Defined.

(1)—(25) (text unchanged)

[(26) “ Purchase of services agreement” means an agreement
between a provider and the Department that specifies the contractual
obligations of both parties.]

[27)] (26) —[(32)] (31) (text unchanged)

[(33)] (32) “Subsidy” means the State funds paid by the
Department to a provider for providing congregate housing services
to a participant in accordance with a [purchase of services] subsidy
services agreement and this chapter.

(33) “Subsidy services agreement” means a grant agreement
between a provider and the Department that specifies the obligations
of both parties.
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